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The Problem:

Occupational licensing is the requirement that workers must obtain government permission to work in certain
professions. Most often, approval for a license entails completing an approved educational program, passing an
exam, and paying a fee. Licensing has not always played such a significant role in the American labor market. In
the 1950s, fewer than five percent of U.S. workers were required to have a state-issued license to work.' Today,
however, this number has risen to nearly 30 percent."

Though most occupational licensing is on the state level, many cities abuse their regulatory authority and impaose
substantial costs to working in certain occupations.

If licensing is truly necessary to protect public safety, then it should be done at the state level. Detroit licenses
about 60 occupations—including window washers, landscape gardeners, and sidewalk snow shovelers." Workers
in the in-demand field of welding need to pay $302 to get a license in Detroit, on top of an $86 examination fee.

Most of these occupations are not licensed by the state of Michigan or other large cities in the state like Grand
Rapids, Lansing, and Ann Arbor. If the rest of a state can maintain public safety, consumer protections, and fair
competition without licensing an occupation, then there likely is no reason for just one city to do so. Furthermore,
for the occupations that are also licensed by the state of Michigan, there are rarely cases when a locality needs to
impose further barriers to work.

There is growing consensus that state-level occupational licensing harms economic growth.™ Similarly, local
occupational licenses can have negative effects on consumer choice, residential mobility, and work
opportunities—especially when they vary across a single state.”

An example of this is Detroit’s licensing requirements for plumbers. Though Michigan already licenses plumbers,
Detroit makes these warkers go through additional regulatory hurdles to practice their trade in the city. These
hurdles include going through the annual license registration process, completing city paperwork every time they
take a jab, and paying high fees based on what they fix." With this much red tape, it is little wonder that there are
only 58 licensed plumbers in the entire city."

How to Fix It: with Michigan continuing to pass comprehensive, state-level occupational licensing reforms,

it makes sense for policymakers to ensure that their work will not be undone if licensing proponents turn their
attention to expanding regulations at the local level. This foresight is why Tennessee passed a local licensing
preemption during the 2017 legislative session."” This year, Arizona and Indiana passed bills that create a strong
review and public comment process for local occupational licenses.”

Tennessee’s bill was similar to a local licensing preemption bill that passed the year before in Wisconsin, where
local governments required licenses for occupations including Christmas tree sellers, photographers, and
secondhand dealers.” If this reform had been passed a decade ago, it is estimated that 100 fewer occupations
across the state would require a local license.”

America’s Founding Fathers understood that local control rests ultimately with the individual, so true localism is
about protecting workers and their families. If cities are abusing their authority and harming state residents, states
have the right and the ability to overrule municipal governments,

On many issues, statewide preemption of local policies is commaon, especially when local governments make it
harder for state residents to earn a living. States have a strong interest in helping job creators and job seekers
prosper. After all, if a city’s prohibitions on work trap state residents in welfare, then it is the state budget that
ends up paying for the local government'’s decision.
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There are many steps to comprehensive accupational licensing reform. However, no reform is complete if it does
not stop local governments from creating new local licensing requirements, eliminate local licenses for
occupations that are already regulated on the state level, and limit the fees that local governments can charge for
existing licenses.

HB 5955 is a step in the right direction by preempting future local licenses, limiting the ability of local Michigan
governments to further impose limitations on the ability of Michiganders to engage in meaningful work, thus
contributing to job growth and economic development. The bill could be improved, however, by eliminating
existing local licenses such as described above in the city of Detroit and elsewhere. Such an amendment would
eliminate considerable barriers to entry into those licensed occupations and incentivize work in Detroit and those
other cities which currently maintain such local licenses. The Opportunity Solutions Project supports HB 5955, and
respectfully suggests that such an amendment be included in the final version of the bill.
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